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SUBJECT: Findings from the Feasibility Study for a Proposed San Francisco 49ers Stadium

EXECUTIVE SUMMARY:

Overview

On January 4, 2007, the City Council received a letter from the San Francisco 49ers requesting a cooperative
effort towards conducting a feasibility study evaluating a possible National Football League (NFL) stadium
to be located in the Great America Theme Park parking lot in the City’s North Bayshore Redevelopment Area
(site map-Exhibit 1). At their January 9, 2007 meeting the Council unanimously adopted a set of Guiding
Principles to be used in a stadium feasibility study (Exhibit 2) and, on April 3, 2007, Council set the initial
calendar for “Committee of the Whole™ public meetings to review issues resulting from the feasibility study.

The 49ers presented their economic analysis for a Santa Clara stadium on April 10, 2007 and brought forward
their stadium proposal on April 24, 2007. A summary of the proposal is attached (Exhibit 3). For the past
eight months, the 49ers and City staff and consultants have been meeting to understand, question and
comment on the 49ers proposal. In this period of time, staff has returned to Council to provide updates to the
community on a variety of stadium-related issues: possible parking structure locations and costs; electric
substation relocation; an independent evaluation of the 49ers economic consultant’s report on the fiscal
benefits of a stadium in Santa Clara; the valuation of City-owned land in the vicinity of the stadium project;
the review of a possible governance structure for a publicly owned stadium: a tax increment study of the
North Bayshore Redevelopment Area (RDA): an overview of the ballot process and ballot timing for a
proposed stadium; an overview of the environmental review process for a stadium project; the management
of game-day parking and stadium-area public safety needs: a detailed analysis of possible public funding
sources for a stadium; and an evaluation of economic return based on the proposed funding. In this period of
time there have been more than a dozen Council meetings where the stadium project has been discussed, with
ten of those meetings being “Committee of the Whole” meetings, where staff and the 49ers have shared
information on various aspects of the project. All agenda materials can be found online, on the City’s
website. All Council meetings have been cablecast on channel 15, rebroadcast. and tapes and DVD’s made
available in City libraries for checkout.

Feasibility Studv Process

The 49ers’™ April 24, 2007 stadium proposal has served as the foundation document for the feasibility study
process. While financing and Cedar Fair issues have always been key components of the study, many other
legal, financial, infrastructure and stadium location issues have been addressed. The project is made more
complex by the fact that the desired stadium site is in the parking lot of Cedar Fair’s Great America Theme
Park. Cedar Fair has a long-term ground lease with the City that delineates both the City’s and Cedar Fair’s
rights and obligations. It has always been City policy to act as a “partner” with our lessees and support them
in creating a healthy business environment. To date, issues with Cedar Fair pertaining to stadium location,
replacement parking, and the effects of a stadium on Theme Park operations and economics remain to be
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resolved. All parties are continuing in the discussion, with the goal that issues of concern can be resolved.

All forms of stadium project-related issues have been discussed by the City and the 49ers in a positive,
productive, and cooperative manner. Cedar Fair, the City and the 49ers have also participated in discussions
as appropriate. After eight months, however, it is apparent that most iterations and options of the various
issues discussed have been analyzed and the tenor of the meetings needs to move from a “study” mode to
more of a “negotiations” mode. [t is therefore appropriate to conclude the feasibility study with the best
information available to date and allow Council to determine the next appropriate action(s) they may wish to
take.

NEXT STEPS
Possible Options
The Council should consider the feasibility study materials submitted for review over the past few months
and proceed on one of the following possible paths:
I Determine that the feasibility study does not support a stadium project in the City of Santa Clara and
cease continued exploration of the project.

2. Determine that while much has been learned over the course of the feasibility study, there remain
critical issues open to resolution, foremost being the requirements recently submitted by Cedar Fair to
make a stadium project acceptable to them. Council could hold a final determination of the feasibility
study in abeyance while Cedar Fair’s issues are explored and resolved, including any other issues
Council may wish to identify as a result of the Feasibility Study to date. These issues could be further
researched, analyzed and reported back on by staff, in a reasonable period of time.

3. Determine that the feasibility study is completed and indicates a potential entertainment/economic
opportunity for the City’s North Bayshore Area and enter into an Exclusive Negotiating Rights
Agreement (ENRA). Staff concluded although the Feasibility Study is complete, there are significant
outstanding issues. Proceeding with a ENRA would provide the opportunity to resolve remaining
issues. The ENRA would state that the City and the 49ers are entering into preliminary negotiations
for a stadium project for a set period of time, and that at the end of this period a “Term Sheet” will be
developed for Council review and approval. The term sheet is a non-binding agreement that outlines
the deal structure for a stadium project. It would clarify in writing certain guarantees and
understandings that have resulted from discussions to date. Significant issues. such as those included
in Cedar Fair’s recent letter to the City pertaining to their requirements for a stadium project, and the
issue of seeking an increased revenue return to the City through ground lease payments, would be
dealt with in the process of creating the term sheet.

At the end of the ENRA period, possibly six months, the Council could consider approving the term
sheet, directing the City Manager to move forward in the negotiation of a stadium lease agreement
with the 49ers; or alternatively, the Council could determine that the deal structure is not appropriate
and cease any further efforts towards a stadium project. Staff would strongly advise, if Council
chooses this option, a key parameter of any further discussions be that there would be no further
City/RDA funding contributions beyond $136 million, and no additional City-owned property to be
used as a resource for stadium project funding beyond the City-owned property for the stadium itself,
A synopsis of the contents of the proposed ENRA document can be found in the DISCUSSION
section of this report.
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Proposed Ballot Measure

Early in the Feasibility Study process requests were made to the Council to place the issue of a 49ers stadium
in Santa Clara on the ballot. Staff responded that until the feasibility study had been completed and a
determination made by Council to proceed or not with the stadium proposal, there was no need to address the
ballot question. If Council chooses to move beyond the Feasibility Study, staff will return to the January 22,
2008 meeting of the Council with information on a possible ballot process.

49ers CEQA Scheduling

In an attempt to meet their desired stadium opening date of 2012, the 49ers must commence the California
Environmental Quality Act (CEQA) process immediately. Given the City is landowner of the property, the
City Manager must sign the EIR application form to commence the study. Per standard practice for a
development, the developer (49ers) is responsible to pay all costs of the CEQA/EIR review, with the City of
Santa Clara acting as the lead agency. It would not be prudent, however, to proceed with CEQA unless the
Council desires to move forward, in some form, with the stadium project. If Council chooses to conclude the
exploration of a stadium project, CEQA review is not necessary.

FEASIBILITY STUDY

Staff has summarized key feasibility study issues in a matrix format — Summary of Feasibility Study Issues
(Exhibit 4). The matrix lists the issue under study, whether it is feasible or not, how the issue conforms to the
City’s guiding principles. and a comment section that applies context to the issue. With a project as large and
complex as an NFL stadium, there are many issues where discussion and resolution will need to continue,
where new or unexpected issues have and will evolve, and where guarantees and commitments made to date
will need to be documented.

The feasibility matrix evaluates issues using the following definitions:
e Feasible-Yes
Issues in this category are felt to be understood by both parties, and appear achievable
either from experience or information leamned to date from the Feasibility Study process.

e Feasible-Yes with Conditions
Issues in this category have had verbal commitments made that need to be documented and
agreed to by the parties, still require additional research and discussion for clarity and
understanding, or have challenges to them that may be resolved if the project moves forward
to preliminary negotiations.

* Feasible-No
In all cases where an issue has been evaluated as “no,” a significant or long-held City policy
or contractual obligation may be at risk, or the City/RDA financial position is extended
beyond prudent levels.

* Open
This evaluation criteria applies primarily to Cedar Fair related issues including stadium and
garage location issues and construction scheduling. In addition. a portion of the financing
requires the acceptance of the Mello Roos assessment concept by the affected hotels, and the
City’s effort to seek a higher return on its investment.
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ADVANTAGES / DISADVANTAGES OF ISSUE:

Not surprising for a project as large and complex as an NFL stadium, the Feasibility Study conclusions do not
indicate a “clear road™ through to a completed 49ers stadium project. Rather, it indicates that there may be an
opportunity to enhance the North Bayshore entertainment district area with a successful NFL stadium project,
but the City needs to proceed in a considered, prudent manner and ensure that the community’s interests
remain protected in the process. Should the Council wish to move forward, many stadium issues need to be
explored and negotiated in greater detail. The City Manager would lead this staff effort in her role as chief
negotiator on behalf of the City. Major issues requiring resolution with Cedar Fair must be pursued.
Additional information pertaining to Cedar Fair's Great America Theme Park is contained in the
DISCUSSION section of this report.

ECONOMIC/FISCAL IMPACT:

The fiscal/economic impacts of the stadium project are outlined in the attached Summary of Feasibility Study
Issues (Exhibit 4). The City/RDA’s absolute limit of ability in stadium financing is $136 million, inclusive of
the parking garage and electric substation relocation. The proposed financing, combined with existing RDA
obligations, would consume all available tax increment as projected in the planning scenario for the
remaining life of the RDA. Staff is recommending the hold-back of $25 million of RDA monies from
projected tax increment to deal with support for existing facilities, such as the Santa Clara Convention
Center; the possibility of additional funding for existing, budgeted projects in the North Bayshore RDA: and
to meet possible infrastructure obligations contained in the Hyatt Regency lease. These tax increments
monies are not part of the $136 million stadium financing proposal.

Kevser Marston Associates-Economic Studies

The 49ers economic study, conducted by CS&L, determined a stadium in Santa Clara would have a
significant regional economic benefit. The City’s economic consultant, Keyser Marston Associates (KMA),
was tasked with studying only those economic benefits accruing to the City of Santa Clara, as the City is the
only public agency being asked to participate in stadium financing and commitment of land. KMA reported
on their findings to Council on June 5, 2007. KMA generally concurred with CS&L’s findings on the
economic impact to Santa Clara, but determined that approximately one half of those benefits already exist in
the City due to the location of the 49er Training Center in the City. KMA determined that the stadium could
produce a direct benefit to the General Fund of approximately $650,000 per year. Additionally, KMA
analyzed alternate development scenarios for a 15-acre site comparable to the proposed stadium land
footprint. This economic analysis contained in the DISCUSSION section of this report.

Return on Investment

The return on investment for a stadium project is a positive $19 million (net present value-NPV) for the
City’s General Fund over the 30-year life of the stadium lease for a project sited on +15-acres of City-owned
land. The return on investment for the Redevelopment Agency is calculated as a negative $90 million (NPV)
over a 30-year period. It should be noted that Redevelopment Agencies are established to invest tax
increment monies in infrastructure, off-site improvements and projects that enhance the ability and
opportunity for businesses to site in a particular geographic area of a community. The City’s Convention
Center was financed with RDA monies as well as the Youth Soccer Park and the Santa Clara Banquet
facility. The stadium is proposed as a publicly owned and operated facility, therefore it would be appropriate
to consider tax increment as a financing source. This would be one of the largest investments made by the
City’s RDA for a public project. There is additional information on project return on investment in the
DISCUSSION section of this report.




Subject: Findings from the Feasibility Study for a Proposed San Francisco 49ers Stadium
Date: January 11, 2008
Page: 5

The proposed 49ers financing request does not follow the City’s traditional ground leasing methodology of
bidding a City-owned parcel to interested developers, accepting the highest offered land lease payment and
having the lessee build and own all improvements on the property. If Council chooses to proceed beyond the
feasibility study, the City should seek a ground lease payment directly to the General Fund for the stadium to
produce a higher return on its financial investment and land.

Housing Set-Aside Funds

RDA bond financing requires modifying the Council’s current 30% housing set-aside policy for low-and-
moderate income housing to 26% on average over the next nine years. This results in a $5 million net
reduction in housing funds, from a total of $203 million to $198 million through the remaining life of the
RDA (2026). This equates to a reduction of approximately 53 to 74 low-and-moderate income units. [t
should be noted that Council adopted the discretionary additional 10% housing program in fiscal 2002/2003
and it remains today as one of the most aggressively funded housing programs in the county. Few cities
choose to fund their low-and-moderate housing programs beyond the 20% statutory requirement. There is
additional information on the low-and-moderate income housing program in the DISCUSSION section of this
report.

SB 211 Pass-Through

Redevelopment Agency bond financing will require an SB 211 amendment to the RDA plan, which triggers
the pass-through of tax increment (property tax) to school districts and other participating taxing agencies. A
stadium project, or any other new project the Council might choose to pursue in the North Bayshore RDA.,
would accelerate the payment of tax increment to other agencies, and for basic aid school districts such as the
Santa Clara Unified School District and the County Office of Education, it would increase the amount of tax
increment they might otherwise receive. If there were no stadium project, or any other new RDA project,
there would still be an amount of tax increment returned to these laxing agencies, primarily in the last few
years of the RDA’s life (2020 through 2026). The net present value of the RDA tax increment to all tax
receiving agencies would be approximately 23% higher without a project than with a project. Additional
information on SB 211 Pass-Through is contained in the DISCUSSION section of this report.

Cooperation Agreement

A Cooperation Agreement was created between the City and RDA in 2000 to repay the City for 41-acres of
City-owned property purchased by the Redevelopment Agency. The RDA uses lease revenue from existing
North Bayshore Area ground leases to make payments to the City for the land. When tax increment is
available it can also be used to accelerate payment of the Agreement. To date, all available tax increment has
been committed to the housing fund and outstanding RDA debt obligations. It was projected that over the
next approximately 12 years there would be sufficient tax increment to accelerate Cooperation Agreement
payments to the City. Using tax increment instead, for stadium financing or any other major project, will
take away the ability for accelerated payments to the General Fund under the Cooperation Agreement (an
opportunity cost), but the General Fund will be fully reimbursed for the Cooperation Agreement over an
extended period of time from long-term lease revenues. There is additional comment on the Cooperation
Agreement contained in the DISCUSSION section of this report.

Cost Overruns

The stadium proposal as presented by the 49ers includes an aggressive schedule to meet a 2012 NFL season.
Construction cost estimates are based on a 2012 end-of-construction date. The 49ers have stated that they
will assume any cost overruns for a project delayed one year, to 2013. The responsibility for cost increases
beyond 2013 remains an unresolved issue. Additionally, there is the possibility that the $42 million, 1,800
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space, publicly funded parking garage will need to be enlarged to a higher parking count, dependent on
shared parking ability between the Theme Park and the stadium. The $42 million garage cost estimate was
completed in 1998 and may not be sufficient to deliver needed parking with current cost of construction.
These two potential issues, and any other project cost overruns that may arise from such a complex project,
cannot look to the City or the Redevelopment Agency as a source of funding. The 49ers must be responsible
for any and all costs beyond the City/RDA proposed investment of $136 million.

Additional Consultant Funding

[f Council selects either Option 2 (continue the Feasibility Study to resolve Cedar Fair issues) or Option 3
(move to preliminary negotiations to create a non-binding term sheet agreement while continuing to resolve
Cedar Fair and other issues), it will be necessary to provide additional consultant funding to proceed. If
Council selects one of these two options, staff would return to Council with a proposed budget. To date,
$500,000 from RDA funds have been spent for consultants supporting City staff in the feasibility analysis.

RECOMMENDATION:
Staff recommends that Council/Redevelopment Agency:

1. Determine that the Feasibility Study is completed and indicates the proposed 49ers stadium project to
be feasible, but with many outstanding issues requiring resolution in the next phase of negotiations.

2. Determine that the project is feasible only if the City, including its Utility Funds, and the
Redevelopment Agency do not exceed $136 million in City/Redevelopment Agency funds and
resources.

3. Refer to the City Manager to proceed to negotiate an Exclusive Negotiating Rights Agreement with
the San Francisco 49rs to enter into preliminary negotiations for a determined period of time
resultingina Term Sheet Agreement that would memorialize key understandings, obligations,
responsibilities and financial commitments between the City and the 49ers. The Term Sheet
Agreement would be a non-binding Agreement that will allow the Council to determine if they wish
to proceed further to negotiating a lease that would address stadium construction and operations
issues. The Exclusive Negotiating Rights Agreement would return to Council for approval.

4. Refer to the City Manager to continue discussions with Cedar Fair and the San Francisco 49ers to
resolve issues pertaining to the proposed siting of the stadium and other Cedar Fair concerns.

3. Refer to the City Manager to return to the January 22, 2008 Council meeting with a recommendation
on the type and timing of a ballot measure for a San Francisco 4%ers stadium in the City of Santa
Clara.

6. Refer to the City Manager to develop a proposed consultant budget for continuing staff support for the
next phase of the stadium project and return to Council/Redevelopment Agency.

APPROVED:

Ronald E. Garratt
Assistant City Manager ity Manager/Executive Director
Redevelopment Agency
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Documents Related to this Report;

[) Exhibit I-Aerial Map of the North Bayshore Redevelopment Area

2} Exhibit 2-Guiding Principles Adopted by Council to Direct the Feasibility § fuidy

3} Exhibit 3-Summary of the 49ers Stadium Proposal to the City of Santa Clara

4) Exhibit 4-Summary of Feasibility Study Issues

3} Exhibit 5-Cedar Fair Letter to City Manager dated January 10, 2008

6) Exhibit 6-City Manager’s Letter to Cedar Fair dated January 11, 2007

7) Exhibit 7-Summary of Profected Economic Benefits within the City

8) Exhibit 8-Estimated Timeline for Stadium Construction and Financing (only referenced in Exhibit 4)

DISCUSSION

Exclusive Negotiating Rights Agreement

If the Council chooses to go forward with the staff recommendation to commence preliminary negotiations, it
is the recommendation of staff that those negotiations be carried out pursuant to an Exclusive Negotiation
Rights Agreement or ENRA. It would be the intent of the staff to present a proposed ENRA to the City
Council and Redevelopment Agency for consideration at a future City Council meeting.

The ENRA will provide for a period of exclusive negotiations with the 49ers for possible development on a
portion of the Cedar Fair parking lot area. The first tasks or milestones to be undertaken under the ENRA
will be:

* Negotiation of Term Sheet. The term sheet would set out in writing all of the key financial and policy
points regarding the construction and operation of the stadium. The term sheet would also serve as a
road map for preparation and negotiation of the transaction agreements. For example, the term sheet
would describe the expected 49ers commitment to various terms such as covering construction cost
overruns and operating costs for the stadium. Likewise, the term sheet would describe the expected
City, Redevelopment Agency and Stadium Authority commitment to various terms such as relocation
of the substation and expenditure of the $42 million proposed for a parking structure.

* Resolution of Cedar Fair Issues. The City, Redevelopment Agency and the 49%ers would work
cooperatively to resolve the issues raised by Cedar Fair’s December 14, 2007 letter.

* Initiation of EIR Process. The City would begin the work to prepare the EIR for the stadium project.
The 49ers will cooperate in the EIR work, and pay all of the City's costs for preparation, review and
processing of the EIR.

The ENRA will also have an "off ramp" that allows the City or the 49ers to terminate the negotiations after 6
months if there is no agreement on key points of a term sheet or unforeseen insurmountable obstacles to
accomplishing the project prevent agreement on a term sheet,

If there is agreement on the term sheet, then the parties would move forward with preparation and negotiation
of the agreements for financing, construction and operation of the stadium. The parties would also go
forward with various other tasks described in the next paragraph that will need to be accomplished prior to or
at the same time as the agreements are approved. The period for these tasks would extend for an additional 6
months.

The ENRA will contemplate a number of other tasks necessary for the project including preparation and
processing of planning applications for the stadium, preliminary planning for the substation relocation and the
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parking structure construction, formation of the Stadium Authority, and further work on financing for the
stadium including the formation of the hotel Mello Roos district.

Lastly, the ENRA will make clear that the City and the Redevelopment Agency have not legally committed
to going forward with the stadium project or to any particular terms for the stadium project. That legal
commitment can only come after issues with Cedar Fair have been resolved and the agreements for financing,
construction and operation of the stadium have been prepared and approved by the City Council,
Redevelopment Agency and the Stadium Authority after public hearings and meetings to consider those
agreements.

Great America Theme Park

The concept of a theme park came about in the early 1970°s. The City Council at that time was interested in
developing a tourist/visitor amenity in what was then an agricultural area of the City. The Marriott
Corporation broke ground for a park in 1973 and owned and operated the park through the early 1980°s. By
the 1980°s business park development was taking off in Silicon Valley and Marriott indicated its interest in
redeveloping the land from a Theme Park to some form of office/commercial/industrial development. In
order to maintain the amenities offered by the Theme Park, the City’s Redevelopment Agency purchased the
park land and all of its assets in 1985 and contracted with Kings Entertainment Company to operate it. Kings
Entertainment was given an option to ground lease the land and purchase the improvements and they did so
in 1989. In 1992, Paramount Parks acquired Kings and the ground lease was assigned to Paramount. In July
2006, Cedar Fair Entertainment Company acquired the assets of Paramount Parks and was assigned the
ground lease.

Cedar Fair operates the Park under a 50-year ground lease (commenced in 1989) with a base term expiration
in December 2009 and 3 option extensions of an additional 10 years each, for a total term to 2039. The base
rent under the ground lease is $5.3 million annually, plus 5% of gross revenues in excess of $56 million up to
$100 million and 7.5% of gross revenues in excess of $100 million. The debt assumed by the RDA to
purchase the Park was retired in December 2005 and all ground lease revenue goes directly to the General
Fund. In addition to ground lease payments, the Theme Park contributes significant economic vitality and
diversity to the North Bayshore Area, bringing visitors to area hotels and restaurants and creating a
synergistic business opportunity with the City’s Convention Center located just north of the park. The direct
economic benefits of the Theme Park are listed as follows. These numbers do not include overall economic
benefits to the Santa Clara community:

Annual Base Ground Lease Rent (to General Fund) $5,300,000
Percentage Rent — average of past 3 years (to General Fund) 180,000
Sales Tax — in excess of (to General Fund) 200,000
Transient Occupancy (Hotel) Tax - fiscal 2006/2007 (to General Fund) 120,000

Subtotal — General Fund Annual Economic Benefit 5,800,000
Property Tax — fiscal 2006/2007 (to Redevelopment Agency) 1.100.000

Total — Annual Economic Benefit $6,900,000

The City received a letter from Cedar Fair on December 14, 2007, expressing their commitment to the
continued operation of Great America in Santa Clara. Cedar Fair expressed their concerns over the negative
impacts the 49ers stadium may have on the Park and expressed an offer to continue in discussions with the
City and the 4%ers in considering an alternate stadium location on the overflow parking lot. A letter was
received from Cedar Fair on January 10, 2008 (Exhibit 5) expressing their disappointment at not having heard
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from the City or the 49ers since their December 14™ letter was sent. Cedar Fair wants to make clear their
position for the January 15, 2008 Council deliberation:

* Cedar Fair is completely opposed to locating the proposed stadium in the main parking lot.
® Cedar Fair would consider agreeing to locating the stadium in the overflow parking lot
(alternative site), but only subject to the conditions stated in their December 14th letter.

Staff has responded to Cedar Fair by letter (Exhibit 6). It was staff’s perspective that a discussion with Cedar
Fair on the conditions in their December 14™ letter should wait until after the Council's January 15"
deliberation on the stadium Feasibility Study. If Council chooses not to proceed further with the stadium
project on January 15", there would be no need for further discussions with Cedar Fair on the stadium
project. Certainly, if Council chooses to go forward into preliminary negotiations with the 49ers, Staff will
proceed to arrange a meeting schedule with Cedar Fair and the 49ers.

Economic Analysis of Alternative Development Proposals

At the June 5, 2007 “Committee of the Whole™ meeting, Keyser Marston & Associates (KMA), the City’s
fiscal and economic consultant, presented a hypothetical comparison of the proposed stadium project’s direct,
indirect and induced economic benefits against a Class A office building project’s direct, indirect and induced
economic benefits, sited on an approximate 135-acre footprint (the land area the stadium will require). Given
the entertainment/retail/tourist theme in the general area of the Convention Center and Theme Park, KMA
expanded their analysis to include the direct, indirect and induced economic benefits of a hypothetical retail
center on 15-acres.

The June 2007 evaluation of the 49ers economic consultant, Convention Sports and Leisure (CS&L)
economic benefits study by KMA included a comparison of the benefits generated by the stadium to benefits
achievable with a Class A office project on the same 15-acre City property. The comparison addressed one
of the key findings identified in the sports economics literature: that stadium economic benefits should be
evaluated in comparison to benefits achievable with altemative uses of public resources. The comparison
was also designed to provide context to evaluate the magnitude of the stadium benefits against those of a
more familiar land use. An office project was selected for comparison because it is likely the highest and best
alternative use for the site from a real estate perspective.

In reviewing the comparative analysis, Council expressed interest in a project type more consistent with the
general area’s tourism/entertainment designation. A second alternative for comparison has been analyzed by
KMA: an entertainment-themed retail center consistent with the vision for the area. The concept is a retail
center designed to capitalize on the presence of the theme park, convention center, hotels, and office workers
in the area. The comparison to the retail / entertainment use and previous office / highest and best use
alternative is summarized below. There is no specific proposal for either the retail or office alternatives and
no feasibility analysis has been completed; therefore, both comparisons are hypothetical. These alternatives
would likely only occur with the initiation and / or cooperation of Cedar Fair,
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"Highest and Best Use"
City of Santa Clara Retail/ Comparison:
Benefits Entertainment Use Class A Office
(2007 dollars) Stadium on Stadium Site on Stadium Site
Building Area Stadium 150,000 SF 650,000 SF
Economic Activity $41 M $56 M $360 M
Employment (FT) 515 710 2,340
Personal Eamings $17 M $23 M $160 M

Including direct, indireet, and induced benefits except for the "highest and best use” comparison based on direct benefits only,
Stadium benefits were separated from training facility benefits per KMA memo dated June 1, 2007.
See Exhibit 7.

Direct benefits include the gross revenues, employment and payroll of the business. Indirect impacts are
associated with businesses down the supply chain from the business experiencing the direct impact. Office
tenants, as an example, might also employ contracted services like accounting and legal or other suppliers.
Induced benefits are the household expenditure impacts of direct and indirect employees, when the
employees and contracted service support employees spend their earnings in the local economy.

Economic benefits generated by a retail / entertainment project on the stadium site are approximately 35% to
40% greater than the stadium and are 15% to 30% of the office alternative due to factors including lower
development intensity and lower average economic activity and earnings per employee with retail in
comparison to office.

The alternatives are assumed to be constructed on the same 15 acres as the proposed stadium. As with the
stadium, it is anticipated that the contemplated parking garage would be required with both alternatives in
order to provide replacement parking for Cedar Fair. Parking for the uses is assumed to be on-site. Unlike
the stadium, public infrastructure costs beyond replacement parking are anticipated to be minimal with the
alternatives. Both alternatives would be anticipated to pay ground rent to the City in consideration for a long
term lease of the site consistent with City practice.

Benefits associated with the retail / entertainment use were estimated using a similar methodology and the
same IMPLAN (a proprietary econometric model) multipliers as applied by CS&L for the visitor retail
spending component of their analysis. For the office building, applicable IMPLAN multipliers were not
provided by CS&L, so direct benefits were estimated using a rough but conservative alternative approach.
Direct employment was estimated based on employment densities typical of office buildings. Estimated
office employment has been converted to full time for comparison purposes (from full and part time as
previously presented) using the same 90% full time equivalent factor recommended by CS&L. Personal
earnings were estimated based on an assumed average annual compensation. Economic activity was
estimated based on ratio of payroll to gross receipts derived from the 2002 Economic Census.

Compensation of employment generated by the stadium and retail / entertainment uses is estimated at
$33,000 and $32,000 per year respectively (average annualized full time compensation). Amounts were
computed from projected personal earnings and the number of full time employees. For the office project,
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average compensation was assumed to be approximately $60,000 per year on average (the average includes
some part time workers and is equivalent to approximately $68,000 on an annualized full time basis).
Economic benefits of the stadium expressed annually and in terms of net present value over the proposed 30
year lease term are shown in Exhibit 7.

Return on Investment

An analysis of return on investment from the stadium to both the City and Agency was completed by KMA
and described in the agenda report for the December 18, 2007 meeting of the “Committee of the Whole”.
The analysis compares projected revenues generated by the stadium over the proposed 30-year lease term to
the cost of investing 100% of the City and Agency resources identified in the feasibility study. The results of
the return on investment analysis are summarized in the table below. For comparison purposes, all amounts
are expressed in terms of net present value.

] Projected City / Agency Return on Investment | City of Redevelopment

' Net Present Value in FY 2007-08 Santa Clara Agency
Revenue Generated by Stadium $38 Million $10 Million
Investment of Feasibility Study Funding Sources | $19 Million $100 Million il
Return on Investment $19 Million ($90 Million)

As shown in the above table, the projected return on the City’s investment is $19 million over a 30-year
period. Revenue to the City is projected to total $38 million and includes projected property taxes, Stadium
Authority distribution of net profit from non-NFL events, sales tax. property tax in-lieu of vehicle license
fees, and transient occupancy taxes. The City investment is the cost to relocate the utility substation of $19
million ($20 million cost in FY 2008-09 converted to net present value in FY 2007-08).

The projected return on the Agency’s investment is a negative $90 million. Revenue to the Agency is
projected to total $10 million and consists of tax increment generated by the stadium. The Agency
investment includes the $116 million in resources identified in the feasibility study discounted to $100
million in present value terms (investment occurs over a 5 year period).

City’s Housing Program

Since the establishment of the Housing Programs Fund in 1990, the Redevelopment Agency has appropriated
over 5109 million in funding assistance for programs and projects that increase, improve and preserve
affordable housing for low-and-moderate income households. These funds have assisted or will assist in the
development of over 2,171 new housing units and the acquisition/rehabilitation of over 707 units of existing
housing for low-and-moderate income households. These assisted units have provided affordable housing
opportunities to over 2,403 low-income households and over 492 moderate-income households. These
housing programs include funding for mortgage financing for first-time homebuyers, housing rehabilitation
loans for homeowners, development of affordable senior apartments and funding to assist the Santa Clara
Unified School District in the development of affordable teacher housing.

In addition to the above programs, in 1999 the City became a founding contributor to the Housing Trust of
Santa Clara County. The Housing Trust is an investment pool in which private corporations and public
agencies participate, assisting in the creation of a revolving loan fund and grant program for the development
of affordable housing within Santa Clara County. The City, through its Redevelopment Agency, contributed
$250,000 initially to the Housing Trust, and in fiscal 2000/2001, contributed an additional $250,000. The
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City’s contributions were specifically focused in creating housing opportunities for low-and-moderate income
households in the City of Santa Clara. More recently, in fiscal 2005/2006 through 2007/2008. the City has
participated in the Housing Trust's Phase III Capital Campaign, contributing $250,000 in each of three
consecutive fiscal years to support the Housing trust’s programs for first-time homebuyer loans, multi-family
rental housing projects, and homeless and special needs projects. Overall, the City, through its
Redevelopment Agency has contributed $1,250,000 to the Housing Trust since the endowment fund’s
inception.

SB 211 Amendment — Statutory Pass Through of Tax Increment

An SB 211 amendment to extend the RDA’s ability to incur debt through 2016 is required to move forward
with a stadium or any other new project requiring an infusion of tax increment. The requirement to adopt an
SB 211 amendment has been addressed previously including in the staff report for the December 18, 2007
Committee of the Whole. Adopting an SB 211 amendment triggers payments to other taxing agencies
including the schools, County, City, and others. The amount and distribution of these payments has been
previously presented. However, previous presentations did not include an analysis of required payments in
comparison to tax increment projected to revert to the taxing agencies if no SB 211 amendment were adopted.

The Agency can only collect tax increment to the extent required to repay outstanding indebtedness and
without an SB 211 amendment, no new debt can be incurred. The Bayshore North Redevelopment area is not
projected to require all available tax increment to repay currently outstanding debt. Therefore, $128 million
(NPV) in tax increment otherwise available to the Agency is projected to revert to the taxing agencies.
Reversion of tax increment is projected to begin in fiscal year 2019-20 and continue through the 2026 tax
increment limit. This estimate is based on the previously presented “planning scenario™ projection and
assumes interest on the Agency’s debt to the City under the Cooperation Agreement will continue to be
calculated consistent with current City / Agency practice. The table below shows payments to the taxing
agencies after an SB 211 amendment compared to reverted or non-collected tax increment without an SB 211
amendment.
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Projection of Pass Through Payments / A. B. s
Reverted Tax Increment With SB 211 No SB 211 Difference
(SMillions) - Net Present Value Payments Reverted TT

Local Agencies
County $16.0 $22.0 (56.0)
City $4.5 $123 (57.8)
Santa Clara Unified School District $68.6 $46.9 $21.7
County Office of Education $7.6 $4.9 $2.7
West Valley Mission Community College $29 $0.0 $2.9
SCV Water District $1.2 $2.7 ($1.5)
Other Agencies $0.1 $0.3 (80.2)
Voter Approved Over-rides $0.0 $5.5 ($5.5)
Subtotal — local agencies $101.0 $94.6 $6.4
State
ERAF and offsets to State funding for schools | $2.7 $33.0 ($30.3)
Total $103.6 $127.6 ($23.9) |

Note: The community college district does not effectively retain all revenues allocated based on State funding formulas and
CRL 33607.5. The community college district is not currently "basic aid®. Amounts not retained by the college district are
included under ERAF and offsets to State funding for schools. Voter approved over-rides include County retirement and
SCV water district levies in excess of the 1% tax rate approved prior to 1989, All figures are discounted to FY 2007-08 using
@ 6% discount rate. Amounts do not add due to rounding.

The Agency is projected to collect $24 million more tax increment with an SB 211 amendment than without.
Property tax revenue to the City is projected to be $8 million lower with SB 211. Considering both City and
Agency, the net financial benefit of an SB 211 amendment is estimated to be $16 million.

The projected net impact to the County, schools, and other jurisdictions is also shown. Amounts reflected
under “ERAF and offsets to State funding for schools™ offset funding which would otherwise have been
provided by the State pursuant to school funding formulas established under State law.

Cooperation Agreement

Agency debt to the City under the Cooperation Agreement is repaid with Agency revenues not reasonably
needed for redevelopment purposes; therefore, Agency payments to the City would be affected by the
decision to move forward with the stadium or another project requiring an infusion of tax increment:

* Without a new project requiring tax increment, the Agency is projected to have approximately $75
million (NPV) in tax increment which will not be needed for other redevelopment purposes and would
therefore be available for repayment to the General Fund.

e  With the stadium or other major new project(s) which maximizes the use of Agency tax increment for
redevelopment purposes, tax increment is not available for repayment to the General Fund.
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The opportunity cost to the General Fund of using all available tax increment for redevelopment purposes is
approximately $75 Million (NPV). Lease revenues continue to flow to the General Fund and the Cooperation
Agreement debt is projected to be fully repaid in either case. With no new projects the debt is projected to be
repaid in FY 2019-20. With a new project(s), the debt is projected to be repaid at a slower rate (preliminary
estimate of 7-10 years) after the expiration of the RDA in 2026.

The language in the Cooperation Agreement reads:
“Section 2. Consideration

a. Agency agrees to make payment(s) toward the Property Value to the City for Agency’s
purchase of Property from City from any Agency source of funds when and as available to the
Agency and not reasonably needed for other redevelopment purposes. Said sources(s) of
funds include, but is not limited to, land sale proceeds, ground rent payment, Bayshore North
Redevelopment Project tax increment funds and any other funds of the Agency legally
available for such purpose, in a principle amount of money equal to $101,000,000. Said
$101,000,000 amount shall bear interest at the highest rate of interest allowable by law from
the date of the City’s conveyance of the Property to the Agency until paid. The indebtedness
of the Agency to the City created by this Section 2.a. is explicitly subordinate to any pledge of
tax increments to the bond holders of any tax increment bonds which have been or may be
issued by the Agency.”

The land value was determined by a licensed real estate appraiser in 2000. The Cooperation Agreement
contemplated the opportunity for a future project in the North Bayshore Redevelopment Area. The
Agreement was not intended to foreclose consideration of a new project(s). Without the proposed stadium
project, the City would receive payment for the land sooner, if tax increment in any year is available after all
superior obligations (debt service) have been met. Under either scenario, land lease payments from North
Bayshore ground leases will eventually satisfy the Agreement, however, under all scenarios, land lease
payments continue to be paid regardless.
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Exhibit 2

CITY’S GUIDING PRINCIPLES
49ERS STADIUM IN THE CITY OF SANTA CLARA

I.. No use or obligation of General Fund monies.
2. Maintain integrity of all City funds per Charter.

3. Maintain Council’s existing Industrial to Residential
Conversion Policy.

4. No tax increase effecting residents, businesses or
ratepayers to fund a stadium.

5. City Manager responsible for negotiations under policy
direction of Council.

6. Team owners/employees must be directly involved in
negotiations.

7. Cedar Fair must agree to and cooperate with any stadium
proposal on their leasehold property.

8.  The stadium should cause no financial loss from existing
Cedar Fair lease payments.

9. Stadium proposal must undergo a visible, public process.

10. Stadium project would be subject to City-approved zoning
and entitlements and CEQA review process.

I'1. The stadium should ensure a synergistic relationship with
surrounding development.

Adopted January 9, 2007
Santa Clara City Council



Exhibit 3 |

City Summary of 49ers Request

Team Proposal to Finance the Stadium

Financing Conslderations
Two Major Segments
[ l |
; On-Going Operations
| Revenuus and Expenses of NFL &
Stadium Authority, RDA, 49ers, &Hﬁl.  Non-NFL Events i
| 49ers Expense Reimbursement

'm'uunﬂnn-'{ﬂm Time Only)

10

City Summary of 49ers Request

Total Estimated Cost of Project
Estimate as of April 24 Considerations

Stadium $854 Million®  excludes finance costs

i i City has obligation to Cedar Fair under
Parking Garage  $42 Million it o
or more parking. Cost estimate 7 years old;
location & size TBD: may be Incressed
to meet cbligations to Theme Park and
Convention Center Complex,

Utility Substation  $20 Million "’““*T“"f"’;rfd““‘“‘“ mﬁwﬂmm
Relocation

Total €916 Million

'In&mm.mmmmm.m.mwwmmwnhnwwwwmlme 11
i Banta Clara




City Summary of 49ers Request

Proposed Funding of Construction Costs

49ers and NFL $363 Million
Stadium Authority $330 Million
City / RDA
- For Stadium $160 Million
- For Parking Garage & Substation $62 Million
$222 Million
Total $916 Million*
“Tolnis 6 nat agd tus s rounding 12

City Summary of 49ers Request

Responsibility for Construction Cost Increases

» Team responsible for Stadium Authority
construction cost increases

» Request City / Agency be responsible for
cost increases on parking garage and
substation

13




City Summary of 49ers Request

Team Proposal to Finance the Stadium

Financing Considerations
Two Major Segments
[

]

il m 5 Al Gh-Gn[ng-Dperatinn#,_ :
.E_pn:z_:trul:tlﬂﬂ (One Time Only) Revenues and Expenses of NFL
‘Stadium Authority, RDA, and Non-NFL Events '

48ers, and NFL || 49ers Expense Reimbursement

14

City Summary of 49ers Request
Funding of Stadium Operations

» Self Funded by Revenues Dedicated to SA
(rent payable to SA, concessions, parking,
admissions tax, naming rights, non-NFL
events, expense reimbursement from Team)

» Operating deficits (if expenses exceed
revenues) are funded by the Team

* One exception: City to fund net loss from
unprofitable non-NFL events if occur;
projected funding source is profitable

events. i




City Summary of 49ers Request

City Participation / Revenue Sharing
NFL Events

— Potential sharing of excess cash flow to City through
proposed “waterfall” formula

— Projections show no excess cash flow to City of any
significance

Non-NFL events
= 50% of profit to City from profitable events

— Minus 100% of losses to City if unprofitable events
occur

= $24 Million* to City projected

* Net present value discounted at 6% per year to 2007-08 1
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[Exhibit 5

January 10, 2008

VIA FACSIMILE AND U.S. MAIL

Jennifer Sparacing

City Manager

City of Santa Clara
1500 Warburton Avenue
Santa Clara, CA 95050

Re:  Proposed 49ers Stadium

Dear Jennifer:

I am writing first to express Cedar Fair's disappointiment at not having heard
anything from the City of Santa Clara or the San Francisco 49ers in response to my
December 14, 2007 letter or the comments of our representative, Ivor Samson, at the
December |8, 2007 City Council meeting,

Second, | want to once again state Cedar Fair's pasition so that it is clear to all prior
to the City Council’s January 13, 2008 deliberations:

*  We are completely opposed to locating the proposed stadium on our main
parking area (original site);

*  We would consider agreeing to locate the stadium on the overflow parking lot
(alternative site), but only subject to full and complete compliance (subject to Cedar Fair's
satisfaction) with each of the requirements as outlined in my December 14, 2007 letter. as
well as satisfactory resolution of any additional issues that may arise after more specific
information about the location, design and operation of the proposed stadium is provided.

We trust that the City Council will take these requirements — and their as vet
unknown but certzinly considerable costs - into account during the course of its
deliberations.

Pgter 1. Crage
Corporate VP- Finance
and Chief Financial Officer
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Exhibit 6
Santa Clara

E Jannifer Sparacina
‘ ' l l Ciy Menage-

January 11, 2008 "

Peter J. Crage

Corporate Vice President, Finance VIA FACSIMILE AND U.S. MAIL
Chief Financial Officer

Cedar Fair Entertainment Company
1 Cedar Point Drive

Sandusky, Ohio 44879

Re: Great America Theme Park and 49er's Stadium
Dear Peter:

Thank you very much for your January 10, 2008 letter inquiring as 1o the status of the
response to your December 14, 2007 letter concerning the proposal for the 49er's stadium in
Santa Clara. When you sent your December 14 letter, the City Council and Redevelopment
Agency had scheduled for December 18, 2007 the last of its “commitiee of the whole"
meetings to consider various aspects of the stadium proposal. As you know, at that
December 18 meeting the 49¢r's presented their proposal for an altemative location for the
stadium on the overflow parking lot. The presentation that your attorney, Ivor Semson, made

al that meeting and his response to questions was helpful in understanding Cedar Fair's view
of the 49er’s alternative site proposal.

With the completion of the last of the "committee ofthe whole" meetings, the City Council
will now proceed to consider the overall feasibility of the stadium proposal, That
consideration is scheduled for the City Council meeting on January 15, 2008, Since the
December 18 meeting, the City staff focus has been on preparing the feasibility report for
that meeting.

At the January 15 meeting, the staff recommendation will be that the City and
Redevelopment Agency proceed with preliminary negotiations for the stadium project. An
important element of those negotiations is to meet together with Cedar Fair and the 49¢r's 10
resolve the issues presented by vour December 14 letter. Assuming the City Council
approves the staff recommendation next Tuesday, | expect 1o be calling you and Dick Kinzel
next Wednesday o set up a meeting as soon as possible thereafier. Your letter will be
included with the Agenda Report materials for the January 15, 2008 City Council meeting.

Sincerely,

m:mcina

City Manager
1S:yfg
ce: Dick Kinzel, Chairman of the Board, President & CEQ Gy Manager's Office
1500 Warturtan Avenue
Santa Clara, 0a 55050
1408 58152210

FAX 1408} 241-67 71
Wenh Ll santa-rlara caus



[Exhibit 7

Summary of Projected Economic Benefits Within the City of Santa Clara
Existing 4ger Tralning Facllity and Proposed Stadium

an c Workina Draft January 7, 2008
A. Annual Benefits
Total Existing Mew Benefits
Existing and Training from
New Faciliti Stadium
Economic Activity $85 M 544 M 541 M
Emplayment (FT) 830 315 515
Paersonal Eamings $38 M S21M $17TM

Total Existing MNew Benefits
Existing and Training from
Maw Facilitl Stadium
Economic Activity §1484 M §TTTM ETITM
Employmeant (FT) 830 315 515
Personal Earnings SETIM FITTM 5294 M

Motes
| Discounted to 2007-08 using a 6% discount rate

Economic activity and personal eaming inflated at 3% per year. Includes anticipated impact of
17 non-NF L events per year bul does not include

potential benefils associated with periodic superbowls.
Sources: Convention Sports & Leisure, KMA,

Prapared by Heyser Marston Associates, Ine
Filename: Economic banefils 30 yra 1-7.08; summary, 1/7/2008; dd: Page 1af 1
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